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OATH OR AFFIRMATION

1, Dale J. Seier . swear (or affirm) that, 1o the best of

my knowledge and belief lhe accompanying Fnancna! statement and quppomm, schedules pertaining Lo the fiom of
Portfolio Brokerage Servicas, Inc.

as

of December 31 201 16 . are true and correct. | further swear (or affirm) that

ncither the company nor any partner, propriclor, pnnmmi officer or director has any proptictary intcrest in any account
clagsificd solely as that of a customer, except as follows:

MICHAEL L. SI®S

ROTARY PUBLIC - STATE OF COLORADO o
Hotary Identification #20164018868

' sy Commiaaion Expiros §/17/2020

Swnauu ¢

Semor Vtce President - Treasurer

Tnlc

\'olm) ‘Public

This report ** contains (check all applicable boxes):

Y (a) Facing Page.

X (b) Statement of Financial Candition.

{J (c) Starement of Income (Loss).

] (d) Statement vl Changes in Financial Condition.

O (e} Statement of Changes in Stockholders' Equity or Partners’ or Sole Proprietors’ Capitat.

O (O Statement of Changes in Liabilities Subordinated ta Claims of Creditors.

3 (g) Computation of Nc( Capital,

O (h) Computation for Determination of Rescrve Requirements Pursuant to Rule 15¢3-3.

O () Information Relating to the Posscssion or Control Requirements Under Rule [5¢3-3.

1 ¢) A Reconciliation, including appropriate explanation of the Computation of Nel Capital Under Rule 15¢3-1 and the
Computation for Determination ol the Reserve Requirements Under Exhibit A of Rule 15¢3-3

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

G4 (1) Ao Oath or Affirmation.

J (m) A copy of the SIPC Supplemental Report.

O (n) Areportdescribing any material inadequacies found 1o existor found lo have existed since the dale of the previous audit,

¥ fFar conditions of confidential treatmeni of certain portions of this filing, see section 2401 7(1-5('0){3).
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KPMG LLP
Aon Cartet
Sutte 5500
200 E. Rando:ph Street
Chicago, iL 60601.6436

Report of Independent Registerad Public Accounting Firm

The Shareholder
Portfolic Brokerage Services, Inc.:

We have audited the accompanying statemert of financiat condition of Porticlio Brokerage Services, Inc. as of
Decamber 31, 2016 (the financial statement). The financial statement is the responsibility of the Company's
management. Qur responsibility is o express an opinion on the financial statement based on our zudit.

We conducted our audil in accordance with the standards of the Public Companry Accounting Oversigit 2oarg
(United States). Those standards require that we plan and perfornt the audit .o obtain reasonable assurance
about whether the financial statement is free of material misstatement. 4n audk includes examining, on a iest
basls, evidence suppoiting the amounts and disclosures in the financial statement. An audit also inciudas
assessing the accounting principles used and significant estimates mace by managsment. as well as
evaiuating the overall financial statement presentatior. We believe thal our audit provides a reasonahle basis
for our opinion.

In our opinion, the financial statement referred to above presents fairly, in ali material respects. the financial
position of Portfolio Brokerage Services. Inc. as of December 31, 2016, in corformity with U.S. generally
accepted accounting principles.

KPP UP

Chicago, [llinois
February 21, 2017



PORTFOLIO BROKERAGE SERVICES, INC,

Statement of Financial Condition

December 31, 2016

Assets

Cash and cash cquivalents

Deposits with clearing organizations
Receivable from afliliate

Deferred tax assets, net

Other assets

Total asscts
Liabilitics and Sharehelder’s Equity

Accounts payable
Accrued expenses
Payable to clearing organizations
Other labilities
Total Kabilitics
Total sharcholder’s equity

Total habilitics and shareholder’s equity

Sce accompanying notes to financial statements.

$

854.617
511,833
3371729
33,138
62,826

1,300,143

780
35,724
5.600
25,202

67,306

1,800,143
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PORTFOLIO BROKERAGE SERVICES, INC.
Noles to Statement of Financial Condition

December 31. 2016

Nature of Business and Significant Accounting Policics

Porttolio Brokerage Services, Inc. {the Company or PBS) is a registered broker-dealer under the Secutities
Exchange Act of 1934 and is a member of (he Financial Industry Regulatory Authorily, inc. (FINRA). The
Company is a wholly-owned subsidiary of PMC International, Inc. (PMCI), which is a wholly owned
subsidiary of Envestnet, Inc. (the Parent). The Company’s primary business includes the execution of
securities transactions for Envestnet Asset Management, Inc. (EAM) as well as the facilitation of
manager-directed transactions at various custodians where EAM has established agreements, Effective
October 31, 2016, PBS ceased its relationship with Portfolio Management Consultants, [ne. (PMC). an
affitiated SEC registered investment adviser. All accounts/relationships from PMC were transitioned to
EAM effective October 31, 2016. EAM is a registered investment adviser under the Investment Advisers
Act of 1940 and is & wholly-owned subsidiary of its parent company Envestnet, Inc. (NYSE: ENV), a
publicly held company.

The Company opcrates under the provisions of Paragraph (kK)}2)(1) of Rule 15¢3-3 (Customer Protection
Rule) of the Securitics and Exchange Commission (SEC) and. accordingly, is exempl [rom the remaining
provisions of that rule, including the requiremoent to make the reserve computations and to disclose
information relaling to posscssion or control requirements under Rule 15¢3-3. The Company is exempt
from the provisions of SEC Rule 15¢3-3 becanse it meets the conditions set forth in paragraph (k}2)(i) of
the Customer Protection Rule, The requirements of Paragraph (K)(2)(1) provide thal a broker-dealer carry
no margin accounls; promptly transmils all customer {unds and delivers all securities received in
connection with its activitics as a broker or dealer; does nol otherwise hold funds or sccurities for, or owe
money ar securities to, customers; and effectuates all financial transactions between the broker or dealer
and its customers through one or more bank accounts, each o be designated as Special Account for the
Exclusive Benelit of Customers ol the Company.

The following is a summary of the Company’s signilicant accounting policies:
()  Accounting Policies

The Company follows accounting standards established by the Financial Accounting Slandards
Board (the FASB) to ensure consistent reporting of financial condition, results of operations and cash
flows. References 1o Generally Accepted Accounting Principles (GAAP) in these lootnotes are Lo the
FASB Accounting Standurds Codification, somelimes referred (o as (he Codification or ASC,

(h)  Use of Estimateys

The preparalion of financial statcments in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
conlingent assels and liabilities at the date of the financial statements.

(¢} Cash and Cash Equivalents

Cash and cash equivalents consist of highly liquid investments (sce note 2) with an original maturity
of three months or less at the time of purchase.

3 (Continued)
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PORTFOLIO BROKERAGE SERVICYES, INC.
Notes 1o Statement of Financial Condition
December 31, 2016

() Income tuxes

The Company is included in the consolidated federal and state income tax returns fited by the Parent.
Deferred income taxes are provided using the liability method whereby deferred tax assels are
recognized for deductible temporary differences and operating loss and tax credit carvyforwards and
deferred tax liabilities arc recognized for taxable temporary differences.

T'emporary differences are the differences between reported amounts of assets and liabilities and
their tax bases. Deferred tax assets are reduced by a valuation allowance when, in the opinion of
management, it is more likely than not that some portion or all of the delerred tax assets will not be
realized. Deferred tax assets and liabilities arc adjusted for (he effects of the change in tax laws and
rates as of the date of cnactment.

When tax vetrns are filed. it is highly cerlain thal some positions taken would be sustained upon
examination by the taxing authorities, while othiers are subject to uncertainty about the merits of the
position taken or the amount of the position that would be ultimately sustained. The benefit of a tax
position is recognized in the financial statements in the period during which, based on alt available
evidence. management believes il is more likely than not that the position will be sustained upon
examination, including the resolution of appeals or litigation processes, if any. Tax positions taken
are nol offset or aggregated with other positions. Tax positions that mect the more-likely-than-niot
recopnition threshold are measured as the largest amount of tax benefit that is more than 50% likely
of being realized upon setilement with the applicable taxing authority.

Fair Value Measurements

Management estimates the fair value of financial instruments recognized in the statement of financial
condition {including cash and cash equivalents. receivable from affiliate, accounts payable, and other
liabilities) approximate their fair value, as such financial instruments arc either reported at [air value or are
short-term in nature. bear inlerest at current markelt rates or are subject Lo lrequent repricing.

ASC 830-10. Fair Vulue Measurements and Disclosures establishies a fair value hierarchy that prioritizes
the inpuls used to measure fair value. This guidance also addresses fair vatue ol an instrument when the
volume and level of activity for an assct or lability have decreased significantly and provides guidance for
determining the concurrent weighting of the transaction price relative (o fair value indications from other
valuation techniques when estimating fair valve. The hicrarchy gives the highest priority to unadjusted
quoted prices in aclive markets for identical assets or liabilities (Level 1 measurements) and the lowest
priority to unobservable imputs (Level 3 measurements). The three levels of the Fair value hicrarchy are as
folows:

Level | Inputs that reflect unadjusted quoled prices in active markets for identical assets or liabilities
that the Company has the ability to access at the ineasurement date:

Level 2 Inputs other than quoted prices that arc observable for the asset or liability either directly or
indirectly. ineluding inputs in markets that are not considered to be active; and

Level 3 Inputs that are uncbservable.

d (Continued)



€)

$H

PORTFOLIO BROKFERAGE SERVICES, INC
Notes to Statement ol Financial Condition
December 31,2016

Inputs are used in applying the various valuation techniques and broadly refer to the assumptions that
market participants usc to make valuation decisions, including assumptions about risk. Inputs may include
price information, volatility statistics, specific and broad credit data, and liquidity statistics, among other
factors. A financial instrument’s level within the fair value hierarchy is basced on the lowest level of any
input that is significant to the fair value measurement.

The Company assesses its financial instruments on a quarterly basis to determine their appropriate
classification within the (air value hicrarchy. Teansfers between fair value classifications occur when there
are changes in pricing observability levels. Transfers of financial instruments among the levels are deemed
to occur al the end of the reporting period. There were no transfers between the Company's Level |,
Level 2 and Level 3 classified instraments during the year ended December 31, 2016.

The Company did not own any financial asscts or liabilities that would be considered Level 3 within the
fair value hierarchy as of or during the year ended December 31, 2016.

The Company periodically invests excess cash in money market funds. The fair values of the Company’s
investments in money markel funds are based on the daily quoted market. prices for the net asset value of
the various money market funds and classified as Level 1 in the fair value hierarchy. As of December 31,
2016. money market funds, pledged as collateral, of $101,426 were included in cash and cash equivalents
on the statement of financial condition,

Deposits with Cleariug Organizations

The Company maintains deposits with the Deposilory Trust Company (DTC) and National Securities
Clearing Corporation (NSCC) of $15.833 and $496,000, respectively, which arc included in deposits with
clcaring organizations on the statement of financial condition.

Related Party Transactions

The Company has consolidated its management service apreement with its affiliated entity, EAM, whereby
such affiliate provides the Company with various services, including certain personnel, administrative,
office rent and other operating expenses (sec note 1).

The Company has consolidated its brokerage service agreement with its affiliate EAM whereby the
Company provides all sccuritics brokerage services required with respect to the managed assels of the
affiliate (see note 1). As of December 31, 2016, the receivable from affiliate, EAM, in the amount of
$337,729, primarily represented brokerage fees and commissions reccivable related to Lhis agreement.

5 (Continued)



PORTFOLIO BROKERAGE SERVICES, INC.
Notes 1o Statement of Financial Condition
December 31, 2016

(5) Income Taxes

As of December 31, 2016, net deferred tax assets consist of the following:

Future deductible expenses and net operating loss carrviorwvards:

Net operating loss carryforwards $ 44902
Futwre deductible expenses 2254
Total deferred tax assets 47.156

Future taxable income arising lrom:

Prepaid expenses _ (14.018)
Total deferred tax liabilities (14.018)
Net deferred tax assels $ 33.138

The Company's tax rcturns for the years ended December 31,2015, 2014 and 2013 rematn open 10
examination by (he internal Revenue Service in their entirety. They also remain open with respect to state
taxing jurisdictions. As of December 31, 2016, the Company has no uncertain tax positions, and
accordingly, has not recorded a liability for the payment of interest or penalties.

(6) Net Capital Requirements

The Company is a broker dealer subject to the SEC Uniform Net Capital Rule (SEC Rule 15¢3-1), which
requires the maintenance of minimum net capital and requires that the ratio of aggregate indelitedness to
net capital. both as defined. shall not exceed 15 1o 1. SEC Rule 15¢3-1 also provides that equity capital
may nol be withdrawn or cash dividends paid if the resulling net capital ratio would exceed 10 to 1. At
December 31, 2016, the Company had net capital of $1.197.718, which was $1.097.718 in excess of its
required net capital of $100,000. At December 31. 2016. the Company”s net capiial ratio was .06 to 1.

(7) Off-Balance Sheet Risk, Commitments and Cantingencies, and Concentration of Credit Risk

In the normal course of business, the Company’s customer aclivilics involve the execution, settlement. and
financing of various customer securities transactions. These activities may expose the Company to
off-balance sheet risk in the event the customer or other broker is unable to fulfiil its contracted obligations
and the Company has to purchase or sefl the financial instrument undcrlying the contract at a loss.

The Company is engaged in various trading and brokerage activilics in which counterparties primarily
include broker-dcalers, banks, and other financial institutions. The Company’s exposure (o credit risk
associated with nonperformance of the customers in fulfilling their contractual obligations pursuant to
sceurities (ransactions can be dircctly affected by the volatile trading markets that may impair the
customer’s ability to satisly their obligations to the Company.

6 (Continued)
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PORTFOLIO BROKERAGE SERVICES, INC.
Notes 10 Stalement of IFinancial Condition

December 31. 2016

The Company does not anticipate nonperformance by clients or counterparties in the preceding situations.
Il either a customer or a counterparty fail ta perform, the Company may be required to discharge the
obligation of the nonperforming parly and, in such circumstances, the Company may sustain a loss. The
Company has a policy of reviewing, as considered necessary, the credit standing of each counterparty with
which it conducts business.

The Company's lnancial instrumeats that are exposed to concentrations of credil risk consist primarily of
cash and cash equivalents. The Company maintains its cash accounts with creditworthy financial
institutions. The (olal cash balances of thc Company are insured by the Federal Deposit Insurance
Corporation (FDIC) up to $250,000 per depositor, per bank. The Company had cash and cash equivalents
at December 31, 2016, that exceeded the balance insured by the FDIC. The Company monitors such credit
risk and has not experienced any losses related (o such risks.

The Company is required to maintain cash in the amount of 40% of its collatcral requirements as
designated by the NSCC. As the amount of the Company's collaleral requirement is $100,000, the
corresponding cash requirement would be $40.000. The Company is in compliance with this requirement
at December 31, 2016,

In the normal course of business. the Company indemnilies and guarantees certain service providers, such
as clearing brokers, against specificd polential losses in connection with their acting as an agent of, or
providing services to. the Company. The maximum potential amount of future pavments that the Company
could be required to make under these indemnifications cannot be estimated. IHowever, the Company
believes that it is unlikely it will have to make material payments under these arrangements and has not
recorded any coatingent liability in the financial statements for these indemnilications.

Additionally, the Company enters into contracts and agreements that contain a variely of representations
and warranties and which provide general indemnifications. The Company’s maximum exposure undet
these arrangements is unkaown, as this would involve future claims that may be made against the
Company that have not yel occurred. The Company expeets the risk of any future obligations under these
indemnifications to be remote.

Subscquent Events

The Company has performed an evaluation of subsequent events through February 21, 2017, which is the
date the financial statements were available to be issued, and did not identify any subsequent events which
would require adjustment to or disclosure in these financial statements.



